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Report of the auditor-general to the Gauteng 
provincial legislature and the council on 
Randfontein local municipality 

Report on the financial statements 
Introduction 

1 . I have audited the financial statements of the Randfontein local municipality set out 
on pages ... to .... which comprise the statement of financial position as at 

30 June 201 5, the statement of financial performance, statement of changes in net 
assets, cash flow statement and the statement of comparison of budget and actual 
amount for the year then ended, as well as the notes, comprising a summary of 
significant accounting policies and other explanatory information. 

Accounting officer’s responsibility for the financial statements 

2. The accounting officer is responsible for the preparation and fair presentation of 
these financial statements in accordance with South African Standards of Generally 
Recognised Accounting Practice (SA standards of GRAP) and the requirements of 
the Municipal Finance Management Act of South Africa, 2003 (Act No. 56 of 2003) 
(MFMA) and the Division of Revenue Act of South Africa, 2014(Act No. 10 of 2014) 
(DoRA), and for such internal control as the accounting officer determines is 
necessary to enable the preparation of financial statements that are free from 
material misstatement, whether due to fraud or error. 

Auditor-general’s responsibility 

3. My responsibility is to express an opinion on these financial statements based on my 
audit. I conducted my audit in accordance with International Standards on Auditing. 
Those standards require that I comply with ethical requirements, and plan and 
perform the audit to obtain reasonable assurance about whether the financial 
statements are free from material misstatement. 

4. An audit involves performing procedures to obtain audit evidence about the amounts 
and disclosures in the financial statements. The procedures selected depend on the 
auditor’s judgement, including the assessment of the risks of material misstatement 
of the financial statements, whether due to fraud or error. In making those risk 
assessments, the auditor considers internal control relevant to the municipality’s 
preparation and fair presentation of the financial statements in order to design audit 
procedures that are appropriate in the circumstances, but not for the purpose of 
expressing an opinion on the effectiveness of the municipality’s internal control. An 
audit also includes evaluating the appropriateness of accounting policies used and 
the reasonableness of accounting estimates made by management, as well as 
evaluating the overall presentation of the financial statements. 

5. I believe that the audit evidence I have obtained is sufficient and appropriate to 
provide a basis for my adverse audit opinion. 


Investment property 

1 2. The municipality did not recognise the investment property held to earn rental or for 
capital appreciation in accordance with GRAP 16 Investment property. The municipality 
have recognised the property that belonged to the private owners in the financial 
statements. I could not determine the accuracy effects of the misstatements relating to 
investment property amounting to R61 531 720 as disclosed in the financial statements. 
Consequently, I was not able to determine the correct carrying amount of investment 
property, as it was impracticable to do so. 

Revenue from exchange transactions 

13. I was unable to obtain sufficient appropriate audit evidence that management had 
properly accounted for service charges, due to the inability to submit the estimates for 
prepaid meters and conventional meters. I was unable to confirm these estimates by 
alternative means. Consequently, I was unable to determine whether any adjustments to 
service charges stated at R535 428 749 (2014: R496 532 640) in note 24 to the financial 
statements were necessary. 

Receivables from exchange transactions 

14. I was unable to obtain sufficient appropriate audit evidence that management had 
properly accounted for receivables from exchange transactions, due to the inability to 
submit the calculations regarding the impairment. I was unable to confirm these 
calculations by alternative means. Consequently, I was unable to determine whether 
any adjustments to receivables from exchange transactions stated at R42 432 050 
(2014: R40 067 231) in note 4 to the financial statements were necessary. 

Receivables from non-exchange transactions 

15. I was unable to obtain sufficient appropriate audit evidence that management had 
properly accounted for receivables from non-exchange transactions, due to the inability 
to submit the calculations regarding the impairment. I was unable to confirm these 
calculations by alternative means. Consequently, I was unable to determine whether 
any adjustments to receivables from exchange transactions stated at R35 752 077 
(2014: R27 832 216) in note 4 to the financial statements were necessary. 

Irregular expenditure 

16. The municipality made payments in contravention of the supply chain management 
requirements. Consequently the irregular expenditure was erroneously overstated by 
R132 921 366 due to inadequate supporting evidence and processes. Management has not 
investigated the full extent of the irregular expenditure. 

Aggregation / Accumulation of Immaterial uncorrected misstatements 

1 7. The financial statements were materially misstated due to the cumulative effect of 
numerous individually immaterial uncorrected misstatements in the following items 
making up the statement of financial position and the statement of financial performance 
and the notes to the financial statements. 

• Rental of facilities and equipment reflected as R2 1 53 1 35 was understated bv 
R248 050 of misstatements. 

• Fines reflected as RIO 387 140 was understated by R6 994 007 of misstatements. 

• Public contributions and donations reflected as R5 1 22 385 was overstated bv 
R764 288 of misstatements. 



24. As disclosed in note 56 to the financial statements, the municipality suffered significant 
water losses during the financial year amounting to R27 209 780 (2014- R14 355 946) 
due to theft, faulty meters and leakages. 


Material Impairments 

25. As disclosed in note 4 to the financial statements, material losses to the amount of 

R1 72 014 545 were incurred as a result of irrecoverable receivables from exchange 
uanssctions. 

As disclosed in note 5 to the financial statements, material losses to the amount of 

R109 261 273 were incurred as a result of irrecoverable receivables from non-exchanqe 
transactions. ° 

Financial sustainability 

27. The accounting officer’s report on page xx indicates that the Randfontein local 

municipality incurred a net loss of R xx during the year ended 30 June 2015 and, as of 
that date; the municipality’s current liabilities exceeded its total assets by R xx. These 
conditions, along with other matters as set forth in the accounting officer’s report, 

indicate the existence of material uncertainties regarding the financial sustainability of 
the municipality. ^ 


Additional matter 

28. I draw attention to the matter below. My opinion is not modified in respect of this matter. 

Unaudited supplementary schedules 

29. The supplementary information set out on pages XX to XX does not form part of the 
financial statements and is presented as additional information. I have not audited this / 
these schedule(s) and, accordingly, I do not express an opinion thereon. 


Report on other legal and regulatory requirements 

30. In accordance with the Public Audit Act of South Africa, 2004 (Act No. 25 of 2004) (PAA) 
and the general notice issued in terms thereof, I have a responsibility to report findings 
on the reported performance information against predetermined objectives for selected 
development objectives presented in the annual performance report, compliance with 
legislation and internal control. The objective of my tests was to identify reportable 
findings as described under each subheading, but not to gather evidence to express 
assurance on these matters. Accordingly, I do not express an opinion or conclusion on 


Predetermined objectives 

31 . I performed procedures to obtain evidence about the usefulness and reliability of the 
reported performance information for the following selected development objectives 
presented in the annual performance report of the municipality for the year ended 
30 June 2015: 


Additional matters 


38. Although we did not identify any material findings on the usefulness and reliability of the 
reported performance information for the selected development objectives we draw 
attention to the following matter: 

Achievement of planned targets 

39. Refer to the annual performance report on page(s) x to x; x to x for information on the 
achievement of planned targets for the year. This information should be considered in 
the context of the qualified conclusions expressed on usefulness and reliability of the 
reported performance information in paragraph(s) [x; x; x] of this report. 

Adjustment of material misstatements 

40. I identified material misstatements in the annual performance report submitted for 
auditing on the reported performance information of Infrastructure. As management 
subsequently corrected the misstatements we did not raise any material findings on the 
usefulness and reliability of the reported performance information. 

Unaudited supplementary information 

41 . The supplementary information set out on pages XX to XX does not form part of the 
annual performance report and is presented as additional information. I have not audited 
these schedules and, accordingly, I do not report thereon. 


Compliance with leaisiation 

42. I performed procedures to obtain evidence that the municipality had complied with 
applicable legislation regarding financial matters, financial management and other 
related matters. My material findings on compliance with specific matters in key 
legislation, as set out in the general notice issued in terms of the PAA, are as follows: 

Annual financial statements 

43. The financial statements submitted for auditing were not prepared in all material 
respects in accordance with the requirements of section 1 22 of the MFMA. Material 
misstatements of non-current assets, current assets, liabilities, revenue and disclosure 
Items Identified by the auditors in the submitted financial statements were not corrected. 

Expenditure management 

44. Money owed by the municipality was not always paid within 30 days or an aqreed 
period, as required by section 65(2)(e) of the MFMA. 

45. Reasonable steps were not taken to prevent irregular and fruitless and wasteful 
expenditure, as required by section 62(1) (d) of the MFMA. 

Asset management 

46. An effective system of internal control for assets (including a system of control around 
the asset register) was not in place, as required by section 63(2) (c) of the MFMA. 

Procurement and contract management 



57. The municipality developed a plan to address audit findings, but adherence to the plan 
on key items such as procurement and contract management were not monitored on a 
timely basis by the appropriate level of management, resulting in a number of findings 
relating to assets, non-compliance with MFMA and SCM regulations. 

Financial and performance management 

58. The financial statements preparation and review processes were inadequate in certain 
instances, resulting in material adjustments to the financial statements. The 
weaknesses in these processes also resulted in findings that lead to an adverse opinion 
on the financial statements. 

Governance 

59. 1 Oversight bodi^ did not adequately promote accountability and service delivery 
effectively. Monitoring of the internal control environment, including financial and 
performance reporting and compliance with legislation were not effective to prevent 
findings relating to assets, non-compliance with MFMA, human resource management 
and compensation and SCM regulations management did not adequately implement the 
recommendations. 
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